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KEY ECONOMIC INDICATORS: Portugal 


All values in million of U.S. $ 
unless otherwise stated 


1977 1978 1979 1979/1978 
Exchange Rate-US$1=Escudos: (38.277) (43.940) (48.924) % change 


INGOME, PRODUCTION, EMPLOYMENT 
GDP a/ 
Factor cost, current prices b/ 14,730 16,281 18,721 
Factor cost, 1963 prices b/ 4,712 4,246c/ 3,966c/ 
Per capita, current prices (U.S.$)b/ 1,758 1,915 2,100 
Fixed Investment, current prices b/ 4,080 4,142 4,509 
Industrial Production (1970=100) a/e/ 155.4 166.0 177.9 
MONEY AND PRICES 
Money Supply, M2 f£/ 14,238 15,792 19,923 
Intrest rates: 
Central bank, discount (Percent) 13.0 18.0 18.0g/ 
Commercial bank, prime (Percent) 14.75 18.25 18.25h/ 
Price Indices e 
CPI, avg. (1976=190) a/ i/ 127.3 155.4 193.0 
WPI, avg. (1963=100) (Lisbon Only) 335 441 571 
Industrial Wage, Lisbon (1961=100) d/ 531.8 590.2 672.6 
BALANCE OF PAYMENTS & TRADE 
Gold & For. Exch.Reserves j/ sree. 351 Lr 1,718 -3.0 
Central Govt. Debt k/f/ 5,316 6,488 8,431 29.9 
(External) k/ 811 1,458 1,832 257 
Central Govt. Debt Service 349 562 743 32.2 
Balance of Payments(current account) -1,495 -800 150 -- 


Exports, f.0.b. 2,001 2,410 Mm, 49.1 
U.S. share 136 ar 21.6 
Imports, f.0.b. 4,533 4,791 a 25. 
U.S. share 461 560 697m/ 24.5 


Main 1979 imports from the U.S. (In metric tons and millions of dollars) :Corn(2,029) 
$266.3; wheat (537) $87.8; soybeans (181)$53.6; sunflower seeds (127) $42.4;Rice 
(69)$22.8; oil-cake and vegetable oil residues (88) $21.1; Bituminous coal (247) 
$19.4; raw cotton (9) $15.8; peanuts (16) $10.5; aircraft parts and accessories $9.4; 
automatic data processing machines and systems $8; raw hides and skin (3) $6.7; 
Inedible tallow (10) $6.3; grain sorghum (54) $5.9; aircraft engine parts $5.7; 
Electrical measuring instruments and apparatus $4.4; Electronic tubes, cells, diodes 
etc. $3.9. 


Sources: Boletim Mensal das Estatisticas do Comercio Externo; Boletim Mensal de 
Estatistica; Conta Geral do Estado; Estatisticas Monetarias e Financeiras; Annual 
rt of the Bank of Portugal, and Orcamento Geral do Estado. 

Continental Portugal only. b/ Govt. of Portugal revised estimates. c/ The 
declines in 1978 and 1979 constant GDP results from sharp changes in the exchange 
rates in those years. d/ In industry and transportation: average of quarterly 
index. e/seasonally adjusted; average of monthly index. f£/ End of period exchange 
rates used: 1977 (U.S.$=Esc.39.855), 1978 (Esc.46.010), and 1979 (Esc.49.781) 9g/ 
Discount rate increased to 18% on May 5, 1978. h/ Prime rate raised to 18.25% on May 
5, 1978. i/ Excludes rent component. j/ Bank of Portugal only. Gold was revalued 
on May 5, 1980. It is now quoted at US$254.92 per troy ounce. k/ Excludes central 
bank debt and debt of nationalized banking sector. m/ Preliminary figure. 





SUMMARY 


The Portuguese Government's conscientious application of the economic stabilization 
program begun in early 1978 has been remarkably successful—transforming the $1.5 
billion current account deficit in 1977 to a slight surplus in 1979. This turnaround 
reflects a substantial expansion of Portuguese exports and rapid growth of tourism and 
of remittances by Portuguese workers abroad. It is expected, however, that as the 
Government seeks to stimulate the sluggish domestic economy in 1980 and beyond, the 
current account will again move into a deficit position. Financing this deficit should 
pose relatively few problems, however, in view of Portugal's good credit rating and 
sizable gold reserves. 


Priority domestic economic policies are geared to reducing inflation, creating jobs, and 
stimulating productive investment, particularly in the private sector. Overall growth, 
projected by the Government at about 3.5 percent in 1980, should accelerate next year. 
Legislation to effect payment of claims for nationalized or expropriated property taken 
in 1974-75 is nearly completed. Agricultural production in 1980 should be better than in 
previous years, though still below historical averages. Portugal and the European 
Economic Community (EC) Commission are continuing to prepare for eventual 
Portuguese entry into the EC, targeted as early as January 1983. Regular general 
parliamentary elections and Presidential elections plus expected revision of the 1976 
Portuguese Constitution will fill the political calendar over the next year and open 
widespread debate on institutional reforms and socio-economic programs. 


Portugal will continue to be heavily dependent on imports for basic agricultural 
commodities and investment goods (raw materials, machinery). Good opportunities will 
therefore exist for exports from the United States, Portugal's third most important 
trading partner. However, U.S. suppliers can expect keen competition from Western 
European suppliers especially as the pace of the Portugal-EC accession negotiations 
accelerates. Potential U.S. investors will find a very receptive climate for foreign 
investment. Government efforts to stimulate private initiative and attract foreign 
investment, and the prospects of EC membership should encourage potential investors 
to take a good look at Portugal. 


THE POLITICAL/ECONOMIC CONTEXT 


The Portuguese people have overwhelmingly welcomed the rebirth of democracy in 
their country. However, no consensus yet exists on a socio-economic program, a 
situation which reflects the large number and great diversity of political groupings. As 
a result, government changes have been frequent in the half dozen years since the April 
1974 revolution. 


The year 1979 demonstrated that Portugal's new democratic institutions are mature 
enough to permit the smooth transfer of political power through the ballot box. In an 
off-year election on December 2, 1979, a center-right electoral front — the Democratic 
Alliance (AD) — gained control of the legislative Assembly of the Republic by capturing 
128 of the 250 Assembly seats. 





The AD's electoral mandate is short, however, since the 1976 Constitution requires that 
general elections be held in the fall of 1980, the end of the legislature's original 4-year 
term. Those elections, expected in early October, will be followed 2 months later by 
Presidential elections: President Antonio Ramalho Eanes' term of office expires in 
January 1981. Thus 1980, like the past several years, will be a year replete with 
political activity. 


The two large political blocks in Portugal are the AD on the center-right, and the 
Republican and Socialist Front (FRS) on the center-left. The AD, an electoral front 
formed in 1979 to contest that year's legislative and municipal elections, includes the 
Social Democratic Party (PSD), the Center Democrats (CDS), the Popular Monarchist 
Party (PPM), and the so-called "Reformists," a group in the political center that is not 
formally a political party. The FRS, established in June 1980, brings together the 
Socialist Party (PS), the Union of the Democratic Socialist Left (UEDS—a splinder 
group from the PS's left wing), and thé’ Independent Social Democrats (ASDI—a group of 
PSD dissidents that broke away from that party in 1979). Neither block appears to 
command an absolute majority of the electorate now. However, as occurred in the 1979 
general elections, a sufficiently large plurality can yield a majority of Assembly seats 
under the complex apportionment system used in Portugal. The Moscow-oriented 
Portuguese Communist Party (PCP) continues to be the third major political force in 
Portugal, but one whose power is circumscribed by the democratic parties' consistent 
refusal to accept it as a legitimate partner. As in 1979, the PCP will enter the 1980 
elections under the United People's Alliance (APU) banner. APU is composed of the 
PCP proper and its surrogate, the Popular Democratic Movement (MDP). Other 
political groupings—both on the extreme right and extreme left—play marginal roles in 
Portuguese politics. At this writing, only the AD among the major political groups has 
designated its Presidential candidate: Army General Antonio Soares Carneiro. 


A Remodeled Constitution 


In addition to its normal legislative powers, the Assembly to be elected in the fall of 
1980 will have the power to amend the 1976 Constitution. Therefore, much of the new 
Assembly's early life will be devoted to institutional reforms. One possible amendment 
believed to enjoy widespread support among the democratic parties is the proposed 
creation of a constitutional tribunal under civilian authority. The tribunal would 
assume the constitutional oversight functions of the military-controlled Revolutionary 
Council, which would cease to exist. Amending the Constitution will be a difficult task, 
as two-thirds of Assembly deputies present and voting must approve any change. 
Neither democratic block is by itself likely to command such a majority. While both 
democratic blocks may agree on the need to abolish the Revolutionary Council, some 
institutional questions, such as defining the role of the State in the economy, may prove 
contentious. A preview of that struggle was played out in April - May 1980. Three 
attempts by the AD Government to reopen banking and insurance activities to private 
initiative (these and several other sectors have been reserved to the public domain since 
1977) were rejected by the Revolutionary Council on allegedly constitutional grounds. 
To get the kind of constitution it wants, the AD has said it would amend the 1976 
Constitution by means of a national referendum. The Socialists and the Communists 
oppose this highly controversial proposal. 





THE ECONOMY 


The Balance of Payments: A Dramatic Improvement 


Portugal has traditionally run a trade deficit, but until 1973 net tourism receipts and 
remittances from Portuguese workers abroad were usually sufficient to cover those 
deficits. In 1973-75 the Portuguese economy suffered a series of severe shocks from 
which it has not yet fully recovered. These included the 1973 oil crisis and ensuing 
world recession (Portugal depends entirely on imports for its oil and gas supplies), the 
1974 military coup that quickly became a socio-economic revolution, the loss of the 
colonies, and the mass exodus to Portugal of expatriates and refugees from the former 
colonies. Extensive nationalizations and worker takeovers of private firms during the 
leftist fervor of 1975, and land occupations by PCP-inspired forces in the Alentejo 
provinces in 1975-76 seriously disrupted the productive process. Also in 1975, 
Revolutionary governments authorized massive wage increases. Inflation soared. The 
Socialist Party administration that took office in 1976 under the leadership of Mario 
Soares, the first Prime Minister under the new Constitution, was immediately 
confronted with the problem of stemming the hemorrhage of international reserves 
caused by capital flight. By 1977 liquid reserves were virtually depleted and more than 
half of Portugal's substantial gold reserves was mortgaged for short-term credits. The 
PS-led government, in consultation with the International Monetary Fund (IMF), adopted 
a stabilization program in early 1978 aimed at reducing by a third 1977's $1.5 billion 
current account deficit. The stabilization program included credit, interest rate, and 
exchange rate management policies that, with some modifications, persist to this day. 


The Portuguese Government's conscientious application of the stabilization program 
was remarkably successful: the current account deficit was virtually halved in 1978, 
and eliminated entirely in 1979. Unfortunately, some fundamental problems that 
contribute to the structural imbalance persist. As the Government seeks to stimulate 
the sluggish domestic economy in 1980 and later years, the balance of payments will 
again revert to a deficit position. For the immediate future, however, Portugal, with 
its good credit rating and 688 tons of gold reserves (only a tiny fraction remains 
pledged), should be able to finance an annual current account deficit of about $1 billion. 


Improved External Accounts Permits a Policy Shift 


With the improvement in the external accounts, the AD Government, headed by PSD 
leader Francisco Sa Carneiro, has targeted inflation and job creation as the top 
domestic economic priorities. The AD Government hopes to halt in 1980 the steady 
decline in real wages that has eroded average living standards every year since 1976. It 
recognizes the inherent difficulties in pursuing these goals simultaneously, but it is 
confident it can achieve them through a mix of policies that include: 


- reducing personal income taxes 
- requiring greater productivity from public enterprises, 


thereby moderating pressures for price increases (and for 
government subsidies) 





- discouraging wage contract settlements that exceed the 
projected 20 percent average increase in consumer prices, 
unless higher increases are justified by productivity gains 


- providing fiscal and financial incentives for new private 
investment in mining, industry, and fishing 


- restraining increases in administered prices to levels 
compatible with the overall price target 


In February 1980 the Government revalued the escudo by 6 percent. The move was a 
signal to the market that Portugal had turned the corner on the balance-of-payments 
crisis and that Portuguese exports are very competitively priced. The Government 
decreed that importers pass to consumers through price reductions the windfall from 
the revaluation. In June 1980, it reduced the escudo's monthly devaluation rate to 0.5 
percent, from the previous 0.75 percent rate in recognition of some improvement in 
overall price performance. 


Incentives to New Productive Investment 


The AD Government's strategy for encouraging new private productive investment 
consists of three main elements: 


- the new Integrated Investment Incentive System (IIS) 


- the settling in 1980 of the longstanding claims for 
compensation to individuals whose property was affected by 
the 1975-76 nationalizations and expropriations 


- terminating state monopolies in several sectors, but 
especially in banking and insurance. 


Private initiative: The Government has set aside the latter goal for now. Its legislative 
proposals for reopening banking and insurance to private initiative have been declared 
unconstitutional by the Council of the Revolution. The AD considers the Council's 
constitutional arguments unfounded, and it has promised to try again following 
amendment of the Constitution (see above). 


Compensation: The Assembly of the Republic adopted framework legislation almost 3 
years ago authorizing the payment of compensation to former owners of nationalized or 
expropriated properties. Implementing the legislation has proven considerably more 
complex than the lawmakers anticipated. Perhaps more than 1 million Portuguese, 
most of them small investors, were affected by the nationalizations/expropriations. 
(Many of the nationalizations were unintentional. They occurred indirectly when the 
banks were nationalized.) Virtually all the subsidiary legislation necessary to begin 
processing and paying claims is now in place. Payment will generally be in the form of 





interest-bearing fixed-rate government securities, although smaller claims may be 
settled in cash. The AD Government plans to begin issuing provisional compensation 
certificates before it leaves office. At a later date, the certificates will be replaced by 
government securities once the final settlement value of the individual claims has been 
determined. In June, the Government opened a public tender for firms interested in 
taking on the job of computing compensation amounts due on individual claims. Pending 
final settlement, beneficiaries can use the certificates to support investment loan 
applications at Portuguese financial institutions. In many cases, beneficiaries will be 
able to opt for shares of state-owned equity in firms that were indirectly nationalized 
and which the Government intends to return to the private sector. 


Industrial development: With over 30 percent of the work force in the agricultural 
sector and 34 percent in services (in which tourism figures prominently), Portugal is one 
of the least industrialized regions in the Organization For Economic Co-Operation & 
Development (OECD) area. All Portuguese governments since 1976 have accorded high 
priority to developing the industrial sector as a major strategy of economic 
development policy. They have recognized the pivotal role of private initiative in 
fostering new industrial development and have encouraged foreign investment. 


The centerpiece of the AD Government's industrial investment promotion program is 
the recently unveiled (May 1980) Integrated Investment Incentive System (IIS). The 
program provides fiscal and financial incentives to entrepreneurs contemplating 
investments in manufacturing, mining, or commercial fishing activities. Incentives 
include partial tax holidays, interest rate subsidies, and limited financial grants for 
investments satisfying specified criteria. 


Agriculture: 1980 A Better Year 


Despite the large proportion of Portuguese engaged in agricultural activity, Portugal is 
a net importer of agricultural products, especially cereals. Agricultural trade accounts 
for a substantial share of Portugal's trade deficit. However, Portugal's food deficit has 
worsened in the past 5 years, largely as a result of production problems in the agrarian 
reform zone. About one-third of the productive land in the "Agrarian Reform Region" 
was either nationalized or occupied by landless farmworkers during the chaotic 
revolutionary period in 1975-76. (Northern Portugal, with a different agrarian 
structure, was essentially unaffected by those developments.) Many of the land 
seizures were subsequently legitimized by the agrarian reform laws that followed. 
Where PCP forces were on hand to influence the course of events, the seized lands were 
eollectivized. At present some 650,000 hectares of Alentejo farmland are held in the 
form of ecllectives. The collectives, and even many of the Alentejo farms operated as 
cooperatives, are iess efficient production units than the latifundia they replaced. 
Output has consequently dropped. Successive Portuguese governments since 1977 have 
sought to improve the Alentejo's agricultural performance by applying the provisions of 
the 1977 framework Agrarian Reform Law that authorize the return to former 
landholders of portions ("reserves") of their former estates. (They are supposed to 
receive compensation for the remainder.) The AD Government has promised to 
complete the return of all "reserves" before its present term expires. It also has begun 
to distribute parcels of state-owned lands to independent tenant farmers. 
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As a means of encouraging overall agricultural production, the Government this year 
announced support prices earlier than usual to permit better planning and introduced a 
new crop insurance program. These measures, together with favorable weather 
conditions, should result in a substantially better crop in 1980 than in the past few 
years, although probably still below historical averages. 


EC Membership: A Common Goal 


In 1977, Portugal applied for membership in the European Economic Community (EC). 
Portugal's democratic political forces and the Common Market countries both feel that 
EC membership would help safeguard Portugal's new democratic regime. The EC 
therefore warmly welcomed the Portuguese application, and negotiations were begun in 
October 1978. 


With Portugal's GNP barely equal to 1 percent that of the present EC, Portuguese entry 
should not require dramatic adjustments on the EC's part, although the converse is not 
true. However, Portugal's low real per capita income, equal to only about one-third 
that of the EC average, will create significant demands on the EC's development 
budget. The Portugal-EC negotiations are proceeding simultaneously with, but 
separately from, the Spain-EC membership negotiations. In 1979, Spain and Portugal 
signed an agreement liberalizing bilateral trade in the context of the European Free 
Trade Association (EFTA), of which Portugal was already a member. 


Formal Portugal-EC relations date from 1972, when the two signed an agreement 
providing for gradual liberalization of industrial trade tariffs. The 1972 agreement was 
supplemented in 1976 by a financial protocol under which Portugal has been receiving 
assistance from official EC financial institutions. 


Portugal hopes to conclude the negotiations in 1981 and enter the EC in January 1983. 
The EC Commission and several member countries have expressed support for that 
calendar, although the French Government's recent statements concerning the link 
between EC institutional problems and further EC enlargement has raised some 
questions on timing. 


Labor 


Though still the most powerful force in the Portuguese labor movement, the 
communist-dominated CGTP-Intersindical labor central has been slowly but 
progressively losing ground to the democratic labor central established in 1978, the 
General Union of Workers (UGT). The PS and the PSD, the prime movers behind the 
UGT, share the top UGT leadership positions on a basis of parity. They have not 
allowed their current political differences to jeopardize the UGT's viability. 


With a center-right government in power, the CGTP has escalated its labor militancy 
and its attacks on the Government. The UGT has been relatively more restrained, 
although it cannot afford to seem to be left behind by the CGTP. Nonetheless, though 
strike activity has increased significantly in 1980, it is still well below the norm for 
some Western European countries, e.g., Italy, France, and the United Kingdom. 
Portuguese labor's increased militancy in the recent past is also a consequence of the 
erosion of workers' living standards wrought by inflation. 





Economic Prospects 


Short-term economic prospects are mixed. On the one hand, consumer price increases 
should moderate in 1980, promising gains in the anti-inflation battle. The external 
deficit will not be the binding constraint that it was in recent years. Exports should 
continue to expand strongly, although at more moderate rates given the relative 
downturn in external demand. The tourism boom will continue, and emigrant 
remittances continue to grow beyond expectations. Domestic credit will remain tight, 
but somewhat easier than in 1978-79, especially for productive investment. The 
Government will continue to manage the exchange rate so as to preserve the price 
competitiveness of Portuguese exports. Overall growth, projected by the Government 
at about 3.5 percent for 1980, should accelerate next year. 


On the other hand, the Government's budget deficit will continue to fuel inflation and 
compete for the available credit supply (domestic credit expansion is managed by the 
Bank of Portugal). Unemployment will continue to be a vexing problem until 
investment activity picks up in earnest. The agricultural sector, though offering 
relatively brighter prospects in 1980, will continue to be a drag on the economy until 
structural and political constraints acting on that sector are modified. 


Medium-term prospects appear more promising. Portugal's prospective EC membership 
should generate substantial capital inflows from EC sources, even before Portugal's 
admission. Most of that capital, especially from official Community sources, will be 
applied to new infrastructure and new productive capacity. The pressing need to begin 
adapting Portuguese economic structures so that they can effectively respond to the 
challenges of EC membership will encourage economic reforms that should give 
Portugal a more dynamic economy over the medium term. 


IMPLICATIONS FOR THE UNITED STATES 


Trade - Another Good Year 


Marked growth in Portuguese exports began in 1978 and continued in 1979. Exports 
($3.59 billion) equalled about 59 percent of imports ($6.01 billion), a strong 
improvement over the 51 percent rate achieved in 1978 and nearly equal to 
pre-revolution levels. For the first 3 months of 1980 the export/import ratio fell to 52 
percent. Perhaps this decline is indicative of the weakness in Portuguese export 
markets and certainly reflective of the steeply increasing petroleum import bill facing 
Portugal (expected to increase from $1 billion in 1979 to $2 billion). Maintenance or 
improvement in the export/import ratio will have to be achieved through further export 
growth since imports consist primarily of essential goods — especially food, raw 
materials, and capital equipment. The Portuguese Government is allowing for judicious 
increases in the import levels of the latter two categories to permit productive 
economic expansion. 


Western Europe holds first place in Portuguese trade, with the EC accounting for 42 
pecent of Portugal's imports and 57 percent of its exports in 1979. The EFTA countries 
provided 7.5 percent of Portuguese imports and took 13 percent of Portuguese exports. 
Portugal grants and receives preferential access in both trading areas, which gives EC 
and EFTA-sourced imports significantly reduced import duties in comparison to those 
applying to U.S. and other most-favored-nation suppliers. Nevertheless, the United 
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States provided 11.7 percent of Portuguese imports in 1979 ($697 million) and absorbed 
6 percent of its exports ($208 million). In 1979, the United States remained Portugal's 
third major trading partner, following West Germany and the United Kingdom, but 
somewhat ahead of France. The U.S. traditional trade surplus increased to $489 million 
in 1979, up from $389 million in 1978. Agricultural products, partly financed by 
concessional credits, accounted for some 78 percent of Portuguese imports from the 
United States. The most significant nonagricultural U.S. exports to Portugal in 1979 
were: aircraft and parts, coal (bituminous), automatic data processing equipment and 
parts, hides and skins, electrical measuring instruments, and electronic tubes, cells, and 
diodes. Major U.S. imports from Portugal in 1979 included wine, cork and cork 
products, textiles, canned fish, and apparel and knitwear. Portugal is a beneficiary of 
the U.S. Generalized System of Preferences (GSP) program. Roughly 40 percent of 
Portuguese exports to the United States in 1979 entered duty free under the GSP. 


Investment - Priority Policy 


To stimulate foreign investment in Portugal, the Government liberalized the Foreign 
Investment Code in 1977. The Code permits direct foreign investment in all economic 
sectors except those explicitly reserved to the State by Law 46/77.* The Code contains 
liberal profit remittance regulations and allows foreign firms access to all tax 
incentives available to national companies. Additional incentives can be negotiated on 
a@ case-by-case basis for major investments of particular interest to Portugal - e.g., 
those involving advanced technology and high labor intensity. The Code also created 
the Foreign Investment Institute, which is responsible for coordinating the 
Government's response to foreign investment proposals. Representatives of the 
Institute recently visited the United States to encourage American firms to consider 
Portugal in their overseas investment planning. (Total U.S. investment in Portugal has 
recently been estimated at about $200 million.) The Government has been examining 
ways of improving the Foreign Investment Code's features to make them yet more 
attractive to foreign investors. 


The recently announced Integrated Investment Incentive System (IIS) also is available 
to foreign investors. Projects seeking to qualify for incentives will be appraised 
according to three criteria: economic productivity (i.e. the ratio of the value of the 
investment and the value of the resulting product, with exports and imports 
representing premiums and penalties in the calculation of this ratio), sectorial priority, 
and regional priority. 


Portuguese Government efforts to attract foreign investments are beginning to bear 
fruit. In 1979, for example, the Government signed a $390 million agreement with the 
French automobile maker Regie-Renault. The firm plans to establish a join venture 
with the Government for the manufacture of automobile engines, transmissions and 
parts. More than 85 percent of an annual production of 220,000 transmissions and 
engines will be for export. The project should begin to have an economic impact as 
contracts are let in the coming months. U.S. automobile makers with operations in 
Portugal also have been evincing growing interest in making new investments in 


Portugal. 


*Sectors currently barred to new private ventures include banking, insurance, mass 
transit, steel making, cement manufacture, post and telecommunications, scheduled air 
and rail service, electricity production and distribution, petroleum refining, and basic 
petrochemicals, fertilizers, and the arms industry. 
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In the early 1970's, the Government created the Sines Industrial Development Zone, 
located south of Lisbon on Portugal's west coast. A 2-year-old, 11 million-ton-per-year 
oil refinery is in operation at Sines and major downstream projects (some of them joint 
ventures with U.S. companies) are under construction. For example, Ashland Oil and 
the Portuguese petroleum company, Petrogal, recently formed a joint venture to build a 
$22 million plant in Sines to manufacture carbon black. Sines also boasts a deepwater 
harbor able to handle crude carriers up to 500,000 tons. (Unfortunately, unusually 
severe winter storms in both 1978 and 1979 damaged major portions of the port 
facility. Repairs are still under way.) The Portuguese Government is keenly interested 
in bringing new industries to Sines, including light and medium industry, and is 
promoting the zone among potential foreign investors. 


Trade and Investment Opportunities 


Trade and investment opportunities are closely related in Portugal. The Portuguese 
Government's commitment to controlling the balance of payments and improving the 
domestic employment situation implies that the most promising investment 
opportunities lie generally in activities that will help the country reduce its import 
dependence and expand its export capability. The Portuguese authorities are very 
receptive to investment proposals that result in large foreign capital injections. 
However, the country is also highly suited for medium- to small-sized, labor intensive 
projects of middle-level or specialized technology (e.g. electronics). Labor costs, which 
compare very favorably with Northern Europe, and a conscientious labor force make 
Portugal particularly attractive. Potential investors should become thoroughly familiar 
with Portuguese labor laws. 


Illustrative of the areas in which the Portuguese Government hopes to attract 
investment (both foreign and domestic ) through its new incentives scheme (the IIIS) are 


those listed as priority sectors. Among these are fishing; mining; food processing, 
including freezing; textile and apparel manufacturing; granulated cork products; leather 

shoes; furniture; resins; fertilizers; pharmaceuticals; porcelain and glass; marble; 

specialty steel; refining of nonferrous metals; and manufacture of solar collectors, 

nonelectrie engines, agricultural equipment, metalworking and woodworking machines, 

food processing and bottling equipment, textile machines, pumps and compressors, of 

plastic moulds, and motor vehicles and parts; and utilization of natural resources, by 

products, or waste to produce and conserve energy. 


Over the near- and medium-term Portugal will continue to remain heavily dependent on 
imports of basic agricultural products, raw materials, and capital goods. However, 
consumer goods imports will continue to be held in check. Government planning is 
focussing on agriculture, fisheries, tourism, and food processing (including 
slaughterhouse and cold storage networks). Energy, mining, and transportation also are 
receiving serious government attention. 


In the industrial field, major projects are being planned or initiated for exploitation of 
iron ore deposits and expansion of pyrite production, development of chemical and 
petrochemical projects, expansion of the cement industry, automobile manufacturing, 
expansion and upgrading of the railway and Lisbon subway systems, airport 
modernization, and development of new thermal and hydroelectric powerstations, 
including dam construction. Projects for the rationalization and modernization of the 
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traditionally export-oriented sectors, — e.g., textiles, shoes, ceramics, wood and cork 
products, and mechanical and metallurgical products, — will also receive priority. U.S. 
trade prospects are, therefore, good particularly for construction, mining and materials 
handling equipment; metalworking machinery and finishing equipment; food processing, 
packaging and bottling equipment; agricultural and refrigeration equipment; process 
control instruments; textile machinery; hotel and restaurant equipment; airport 
equipment including baggage handling and check-in facilities; and coal for power 
generation. 


U.S. firms will continue to face keen competition from Western European suppliers who 
are already well established in the Portuguese market. Moreover, as negotiations for 
eventual Portuguese entry into the EC proceed, one can expect the Government to 
display an increasing propensity for awarding foreign contracts to firms established in 
EC member countries. The availability of external financing is a critical factor in 
contract awards, since the domestic credit supply remains tight. Another critical 
factor is the formation of enduring relationships (e.g. through ventures or licensing 
arrangements by foreign suppliers with Portuguese companies thereby imparting 
technology and employment opportunities domestically). Time and again major projects 
are awarded to Portuguese/foreign "partnerships" who win out over the foreign supplier 
only interested in a "one-shot" opportunity. U.S. firms planning to bid on major tenders 
may, therefore, wish to explore cooperative arrangements with qualified Portuguese 
companies. 


The Export-Import Bank's Cooperative Financing Facility (CFF) and other Eximbank 
programs should help potential U.S. suppliers compete with third-country exporters. 
Investment credit and insurance programs through the U.S. Overseas Investment 


Corporation (OPIC) program in Portugal also should facilitate U.S. exports. 


During the coming year, the U.S. Department of Commerce will sponsor at least two 
major export promotion events in Portugal: a meat, poultry, and fish processing - 
equipment trade mission (March 1981) and a construction equipment catalog show (May 
1981). 


U.S. suppliers interested in selling in the Portuguese market are invited to contact the 
following organizations: 


Regional Marketing Manager - Portugal 
Export Development 

U.S. Department of Commerce 
Washington, D.C. 20230 


Export-Import Bank of the United States 
811 Vermont Ave., N.W. 
Washington, D.C. 20571 


Foreign Credit Insurance Association 
One World Trade Center - 9th Floor 
New York, N.Y. 10048 
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Commercial Attache 

American Embassy 

Avenida Dugue de Loule, 39 

1103 Lisbon Codex (or: APO N.Y. 09678, if writing 
from the U.S.) 


Instituto do Investimento Estrangeiro 
(Foreign Investment Institute) 
Avenida da Liberdade 258-4 

1200 Lisbon, Portugal 


Overseas Private Investment Corporation 
1129 20th St., N.W. 
Washington, D.C. 20527 


The following organizations are also prepared to assist potential U.S. exporters or 
investors: 


American Chamber of Commerce 
in Portugal 

Rua D. Estefania, 155-5E 

1000 Lisbon, Portugal 


Portugal-U.S. Chamber of Commerce 


5 West 45th St. 
New York, N.Y. 10036 
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A ouideto he International Trade Administration 


Robert E. Herzstein 
Under Secretary for International Trade, 377-2867 
Donald A. Furtado 
Deputy Under Secretary for International Trade, 377-3917 


INTERNATIONAL ECONOMIC POLICY, 377-3022 


Abraham Katz, Assistant Secretary 
David E. Biltchik, Deputy Assistant Secretary, 
377-3544 
Trade Agreements, 377-5327 
Frederick L. Montgomery, Acting Deputy 
Assistant Secretary 
Finance, Investment and Services, 377-4925 
Vincent D. Travaglini, Acting Deputy Assistant 
Secretary 
Policy Planning and Analysis, 377-5638 
Franklin J. Vargo, Acting Deputy Assistant 
Secretary 
Textiles and Apparel, 377-3737 
Paul T. O’Day, Deputy Assistant Secretary 


DIRECTOR OF ADMINISTRATION, 377-5855 


TRADE ADMINISTRATION, 377-5491 

Assistant Secretary (Vacant) 
Import Administration, 377-1780 

John D. Greenwald, Deputy Assistant Secretary 
Export Administration, 377-5491 

Eric L. Hirschhorn, Deputy Assistant Secretary 


TRADE DEVELOPMENT, 377-1461 
Herta L. Seidman, Assistant Secretary 
Export Development, 377-5261 
Peter G. Gould, Deputy Assistant Secretary 
U.S. Commercial Service, 377-3641 
J. Raymond DePaulo, Deputy Assistant Secretary 
East-West Trade, 377-5251 
Robert H. Nath, Deputy Assistant Secretary 


FOREIGN COMMERCIAL SERVICE, 377-5777 


Michael Doyle, Director 


Eriand H. Heginbotiram, Director General 


International Trade Administration District Offices 


Albuquerque, 87102, 505 Marquette 
Ave. NW., Rm. 1015 (505) 766-2386. 
Anchorage, 99513, P.O. Box 32, 
701 C St. (907) 271-5041. 

Atlanta, 30309, Suite 600, 1365 
Peachtree St., NE. (404) 881-7000. 
Baltimore, 21202, 415 U.S. Custom- 
house, Gay and Lombard Sts. (301) 
962-3560. 

Birmingham, 35205, Suite 200-201, 
908 S. 20th St. (205) 254-1331. 
Boston, 02116, 10th Floor, 441 
Stuart St. (617) 223-2312. 

Buffalo, 14202, 1312 Federal Bldg., 
111 W. Huron St. (716) 846-4191. 
Charleston, W.Va., 25301, 3000 New 
Federal Office Bldg., 500 Quarrier 
St. (304) 343-6181, Ext. 375. 
Cheyenne, 82001, 6022 O’Mahoney 
Federal Center, 2120 Capito! Ave. 
(307) 778-2220, Ext. 2151. 
Chicago, 60603, Room 1406, Mid- 
Continental Plaza Bldg., 55 E. Mon- 
roe St. (312) 353-4450. 

Cincinnati, 45202, 10504 Fed. Bidg., 
550 Main St. (513) 684-2944, 
Cleveland, 44114, Room 600, 666 
Euclid Ave. (216) 522-4750. 
Columbia, S.C., 29201, Fed. Bldg., 
1835 Assembly St. (803) 765-5345. 


Dallas, 75242, Room 7A5, 1100 
Commerce St. (214) 767-0542. 


Denver, 80202, Room 165, New 
Custom House, 19th and Stout Sts. 
(303) 837-3246. 

Des Moines, 50309, 817 Federal 
Bidg., 210 Walnut St. (515) 284-4222. 


Detroit, 48226, 445 Federal Bldg., 
231 W. Lafayette (313) 226-3650. 
Greensboro, N.C., 27402, 203 Fed- 
eral Bldg., W. Market St., P.O. Box 
1950 (919) 378-5345. 

Hartford, 06103, Room 610-B, Fed. 
Bldg., 450 Main St. (203) 244-3530. 
Honolulu, 96850, 4106 Federal Bidg., 
300 Ala Moana Blvd., P.O. Box 
50026 (808) 546-8694, 

Houston, 77002, 2625 Federal Bidg., 
515 Rusk Ave. (713) 226-4231. 
Indianapolis, 46204, 357 U.S. Court- 
House & Federal Office Bldg., 46 E. 
Ohio St. (317) 269-6214. 

Jackson, Miss., 39201, Suite 500, 
Providence Capitol, 200 Pascagoula. 
Kansas City, 64106, Rm. 1840, 601 
E. 12th St. (816) 374-3142. 

Little Rock, 72201, Rm, 635, 320 W. 
Capitol (501) 378-5794. 

Los Angeles, 90049, Rm. 800, 11777 
San Vicente Blvd. (213) 824-7591. 
Louisville, 40202, Rm. 636, US. 
Post Office and Courthouse Bldg. 
(502) 582-5066. 

Memphis, 38103, Room 710, 147 
Jefferson Ave. (901) 521-3213. 
Miami, 33130, Rm. 821, City Na- 
tiona! Bank Bldg., 25 W. Flagler St. 
(305) 350-5267. 

Milwaukee, 53202, 605 Federal Of- 
fice Bldg., 517 E. Wisconsin Ave. 
(414) 291-3473. 

Minneapolis, 55401, 218 Federal 
Bidg., 110 S. 4th St. (612) 725-2133. 


New Orleans, 70130, Room 432, In- 
ternational Trade Mart, 2 Canal St. 
(504) 589-6546. 


New York, 10007, 37th Floor, Fed- 
eral Office Bldg., 26 Federal Plaza, 
Foley Sq. (212) 264-0634. 

Newark, 07102, Gateway Bldg. (4th 
floor) Market St. & Penn Plaza 
(201) 645-6214. 


Omaha, 68102, 1815 Capitol Ave., 
Suite 703A (402) 221-3665. 


Philadelphia, 19106, 9448 Federal 
Bidg., 600 Arch St. (215) 597-2850. 


Phoenix, 85073, 2950 Valley Bank , 
Center, 201 N. Central Ave. (602) 
261-3285. 


Pittsburgh, 15222, 2002 Fed. Bldg., 
1000 Liberty Ave. (412) 644-2850. 


Portland, Ore., 97204, Room 618, 
1220 S.W. 3rd Ave. (503) 221-3001. 


Reno, Nev., 89503, 777 W. 2nd St., 
Room 120. (702) 784-5203. 


Richmond, 23240, 8010 Federal 
Bidg., 400 N. 8th St. (804) 782-2246. 


St. Louis, 63105, 120 S. Central 
Ave. (314) 425-3302. 


Salt Lake City, 84138, 1203 Federal 
Bldg., 125 S. State St. (801) 524-5116. 


San Francisco, 94102, Federal Bldg., 
Box 36013, 450 Golden Gate Ave., 
(415) 556-5860. 


San Juan, P.R., 00918, Room 659, 
Federal Bidg., Chardon Ave. (809) 
753-4555. 


Savannah, 31402, 222 U.S. Court- 
house, P.O. Box 9746, 125-29 Bull 
St. (912) 232-4321, Ext. 204. 

Seattle, 98109, 706 Lake Union 


Bidg., 1700 Westlake Ave. North 
(206) 442-5615. 





TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


J e trade patterns 
industry trends 
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distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take:a look at the country’s 


e foreign trade 
foreign investment 
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SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 


trading countries. 
VIEW other special reports such as: 
Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 
A Business Guide to European Common Market 
A Guide to End Users and Research Organizations 
in Hungary 
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START your tour now for only $40 a year by mailing 
the coupon below. 
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U.S. Department of Commerce, Washington, D.C. 20230.) 
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